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WEST MICHIGAN VIEWPOINT
1999 and 2000 Employment Outlook for West Michigan
" Economic forecasters were created to make weathermen look good."
It is very likely that 1998 will long be remembered 
among economists as a low point in the forecasting field. 
Not only were most economic forecasts for the U.S. econ 
omy wrong in 1998, but they have consistently underesti 
mated the nation's economic performance for the last three 
years. Most forecasters had predicted that the nation would 
grow approximately 2.5 percent in 1998; instead the 
nation's gross domestic product (GDP) flew at a 3.9 percent 
clip, matching its 1997 rate.
The nation's economic performance is even more robust 
given that the broad-based GDP deflator prices increased by 
only 1.0 percent during 1998, down from its 1.9 percent 
pace of last year. In addition, the nation's employers hired 
2.9 million additional workers on top of the 3.0 million 
additional workers hired during 1997, and the national 
unemployment rate dropped from 4.7 percent to 4.5 percent.
In west Michigan's three metropolitan areas, last year's 
performance was equally impressive: total employment grew 
2.6 percent, outdistancing the state's gain of 2.0 percent and 
the nation's 2.5 percent. 1 Employment in the region's goods- 
producing industries was up 2.1 percent, while statewide, 
employment grew by only 0.7 percent. The region's strong 
employment gains pushed its unemployment rate down to 3.2 
percent in the fourth quarter and reduced the ranks of the 
region's unemployed by 2,000 individuals during the year.
A closer look at west Michigan reveals that the metropol 
itan areas did not share the same growth, however. Employ 
ment in the Grand Rapids-Muskegon-Holland MSA grew at 
a robust 3.4 percent in 1998, powered by a manufacturing sec 
tor that hired 3,300 more workers, an increase of 2.1 percent. 
In comparison, employment in manufacturing statewide grew 
by only 0.4 percent. In the Kalamazoo-Battle Creek and Ben- 
ton Harbor MSAs, the year's performance was more modest. 
Total employment in the three-county Kalamazoo-Battle 
Creek MSA increased 1.2 percent, with manufacturing 
employment inching up only 0.2 percent. In the Benton Har 
bor MSA, total employment rose 0.9 percent, with manufac 
turers decreasing their workforce by 0.1 percent.
NATIONAL OUTLOOK
The Upjohn Institute's forecast calls for the national 
economy to continue to expand during the next two years at 
only slightly lower rates. 2 We are forecasting the nation's 
GDP to increase by 3.0 percent in 1999 and by 2.7 percent 
in 2000. This forecast is only slightly higher than the con 
sensus of 50 corporate and academic forecasters reported in 
the Blue Chip Economic Indicators, which (as of early Feb 
ruary) calls for GDP to grow at 2.9 percent for 1999 and by 
2.4 percent for the year 2000. We are forecasting that con 
sumers will still be driving the nation's economy, with con 
sumer spending growing by 4.0 percent in 1999, down from 
its robust 4.8 percent increase in 1998, and by 3.8 percent in 
2000. The nation's unemployment rate is expected to stay 
around 4.6 percent in 1999 and move slightly upward in 
2000. Prices and interest rates will remain close to the 
ground. We are forecasting car and light truck sales to stay 
at 15.2 million units for both years.
There are several risks to our national forecast. First, 
while the latest statistics suggest that the domestic economy 
seems very solid, the international environment is question 
able. The economies in Southeast Asia are still lackluster 
and Japan has yet to chart a course out of its current eco 
nomic doldrums. Latin America has also taken a turn for 
the worse, as the Brazil currency has taken a beating in 
international markets.
Second, Alan Greenspan, Chairman of the Federal 
Reserve Board (Fed), has recently made overtures suggest 
ing that the Fed's next move on short-term rates will most 
likely be up. If the Fed decides to raise short-term rates in 
1999, it could slow economic growth in 2000.
Finally, consumers may have finally outdone themselves. 
For the past six years, the growth in consumer spending has 
been greater than the growth in after-tax income, a pace not 
sustainable without substantial increases in wealth or 
greater indebtedness. If consumer confidence wanes or the 
stock market turns bearish, consumer spending could slow 
dramatically, putting the brakes on the economy.
REVISITING LAST YEAR'S FORECAST
In short, our 1998 forecast was far too pessimistic. The 
sources of our error are twofold. First, the national forecast 
we used was too pessimistic, calling for a 2.6 percent 
growth in the GDP. Second, we overestimated the impact 
of known employment reductions on the local level. For 
example, in the Kalamazoo-Battle Creek MSA, we esti 
mated that the loss of 600 jobs at Pharmacia & Upjohn and 
the continued downsizing at the General Motors Comstock 
Township plant would push the region's goods-producing 
sector down 0.4 percent in 1998; in fact, it was up 0.2 per 
cent.
Chart 1 
Review of Last Year's Employment Forecast
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As seen in Chart 1, the principal source of last year's 
forecast error is in the region's robust goods-producing sec 
tor. We had forecast a modest 0.2 percent increase in the 
sector's employment, while the region's goods-producers 
increased their workforce by 2.0 percent. We substantially 
underestimated the strong 2.5 percent increase in goods- 
producing employment in the Grand Rapids-Muskegon- 
Holland MSA by calling for only a 0.4 percent increase. 
Our forecast error in the region's goods-producing sector 
spilled over to our underestimation of the region's service- 
producing sector due the employee multiplier effect. As the 
region's goods-producers brought in more revenues and 
hired additional workers, the region's consumer expendi 
tures grew (generating more retail and personal service 
jobs), as did manufacturers' demands for business services. 
Finally, we did not foresee the 2.6 percent increase in gov 
ernment employment.
1999 and 2000 Employment Forecast
Since the national economy is expected to slow in 1999 
and 2000, it should come as no surprise that we are forecast 
ing slower growth in west Michigan. We are forecasting 
total employment to increase by 1.7 percent in the region 
during 1999 and by another 1.3 percent in 2000 (Chart 2).
We expect employment in the region's goods-producing 
sector to grow by 1.3 percent in 1999 and by 0.7 percent in 
2000. It is of interest to note that the University of Michi 
gan is forecasting state manufacturing employment to 
decline by 0.4 percent in 1999 and by an additional 1.4 per 
cent in 2000.
Employment in the region's service-producing sector is 
expected to increase by 1.9 percent in 1999 and by a smaller 
1.5 percent in 2000. Smaller spillover effects from the area's 
slower-growing, goods-producing industries, in addition to 
employment reductions that are expected in the Kalamazoo- 
Battle Creek MSA (National City Bank), will contribute to
the sector's slower pace. Government employment is 
expected to grow at 1.6 percent in 1999 and by a greater 1.9 
percent in 2000 due to the taking of the 2000 census.
Of course, the west Michigan forecast is simply a sum of 
our area-specific forecasts. While employment growth is 
expected to slow across all three metropolitan areas, it is not 
expected to be uniform.
Chart 2 
West Michigan Employment Forecast 1999-2000
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Employment in the Benton Harbor MSA grew by 0.9 
percent in 1998 (Chart 3). We forecast employment will 
increase by 1.4 percent in 1999, followed by a more moder 
ate 0.9 percent increase in 2000. The jump in employment 
during 1999 is due to foreseen increases in service employ 
ment, primarily in retail trade and business services. In addi 
tion, we included in the forecast the expected expansion of 
Atlantic Automotive Components in Benton Harbor.
Chart 3
Benton Harbor MSA 
Employment Forecast 1999-2000








Employment growth in the Grand Rapids-Muskegon- 
Holland MSA during 1998 was nothing short of robust. 
Total employment climbed 3.4 percent (Chart 4) and was 
powered by both the goods- and service-producing sectors. 
We forecast that the four-county area will continue to out 
perform the state and west Michigan's other metropolitan 
areas, but its pace will be slower. Total employment is 
expected to increase by 2.1 percent in 1999 and by a still- 
impressive 1.8 percent in 2000.
Chart 4
Grand Rapids-Muskegon-Holland MSA 
Employment Forecast 1999-2000





In the goods-producing sector, we expect employment 
growth to slow to a 1.8 percent rate in 1999. Employment 
in the region's office furniture industry is expected to be rel 
atively flat in 1999, but further employment growth is fore 
cast among the area's auto suppliers. In 2000, employment 
growth is expected to slow to a 1.1 percent increase because 
of national factors.
Employment in the service-producing sector is expected 
to increase by 2.3 percent in 1999, and employment in gov 
ernment will increase by 2.2 percent. Much of the gain 
expected in both sectors is due to the area's strong population 
growth, especially in Ottawa County. In addition, the Grand 
Rapids Central Business District continues to grow as a busi 
ness and entertainment center. Employment in the service- 
producing sector is expected to slow in 2000, primarily due 
to the foreseen slowdown in the area's goods-producing sec 
tors. Census workers in the first quarter of 2000 will push 
government employment up by 2.5 percent.
KALAMAZOO-BATTLE CREEK MSA
Employment grew 1.2 percent in the Kalamazoo-Battle 
Creek MSA during 1998 (Chart 5). Total employment is 
forecast increase by 0.7 percent in 1999 and by 1.0 percent 
in 2000.
Charts
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Given the recent downsizing announcement at Kellogg in 
Battle Creek and the scheduled closing of the General 
Motors plant in Kalamazoo County, we expect employment 
in the area's goods-producing sector to be off by 0.1 percent 
in 1999 and to remain essentially flat in 2000. In addition, 
employment in the area's service-producing sector is 
expected to increase by only 1.1 percent, primarily due to 
the on-going employment reductions at National City Bank. 
Finally, government employment is expected to increase by 
0.8 percent in 1999 (due in part to employment increases at 
the Battle Creek Federal Center) and by 1.3 percent in 2000 
(due to the temporary hiring of census workers).
NOTES
1. All percent changes in employment in this Viewpoint article are 
changes in the average annual employment numbers, as 
opposed to the fourth quarter to fourth quarter changes reported 
in later sections.
2. Unlike previous years, the Institute's forecast is not adopting 
the University of Michigan national forecast in its model. As of 
November, the University of Michigan's forecast is calling for 
GDP to expand by only 1.5 percent in 1999 and a further 1.6 
percent in 2000. Given recent economic reports, we feel that 
there is a good probability that these forecasts will underesti 
mate the nation's growth.
NATIONAL ECONOMY
OUTPUT
The Gross Domestic Product (GDP) in the fourth quarter 
of 1998 rose at a robust 6.1 percent annualized rate, well 
above even the most optimistic economists' expectations of 
4 percent. Moreover, the quarter's performance forced 
many forecasters to once again adjust their forecast upward 
and push back the inevitable slowdown. In the previous 
quarter, the GDP grew at a strong 3.7 percent rate.
Again, consumers led the way, accounting for 3.2 per 
centage points of the 6.1 percent growth. However, with a 
savings rate at or below zero percent, it is questionable how 
long the consumers can continue their buying spree. Many 
analysts point to the wealth effect generated by the bullish 
stock market, which is allowing households to consume 
with impunity. If the stock market does not continue its 
strong gains, it could cause a pullback in consumer spend 
ing that would dampen growth.
Gross Domestic Product 
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Consumers did not carry the full load, however. Invest 
ment spending rebounded in the fourth quarter, growing at 
an 11.2 percent annualized rate and accounting for 1.8 per 
centage points of the quarter's growth. Much of this 
increase was fueled by businesses buying computers and 
motor vehicles. Exports grew at a surprisingly strong 20.2 
percent annualized rate in the fourth quarter despite slug 
gish international markets. Most analysts agree that this is a 
one-time event, as global markets are still flat and the full 
effects of the Brazilian devaluation have not been felt.
Inventories are under control, with the inventories-to- 
final-sales ratio continuing its long-term steady decline. 
With the greater use of computers and an emphasis on just- 
in-time deliveries, there is little threat of an unexpected 
buildup. An uptick in inventories is possible toward the end
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Cyclical Economic Indicators

















of the year, however. While most do not foresee the Y2K 
problem causing catastrophic disruptions, companies may 
prudently build supply inventories in hope of smoothing 
over any short-term disruptions.
Economic indicators are positive. The National Associa 
tion of Purchasing Management's (NAPM) Purchasing 
Managers Index rose to 49.5 in January. While this still sug 
gests a slight decline in the manufacturing sector, it is an 
improvement over the past several months. The Index of 
Leading Indicators continues its consistent move upward.
The economic outlook for 1999 looks much better than it 
did just a month or two ago. With such strong growth in the 
final quarter of 1998, there is strong momentum going into 
1999. Finally, the fourth quarter's outstanding growth did 
not trigger any upward movement in price; the GDP price 
deflator rose only 0.7 percent.
LABOR MARKETS Unemployment Rates and Initial Claims
Not surprisingly, given the fourth quarter's robust GDP 
performance, employment growth remains very strong. 
During the fourth quarter, employers added 629,000 work 
ers to their payrolls and hired 245,000 more workers in Jan 
uary. A portion of the growth may be attributed to the 
nation's very strong housing market. With new housing 
starts and sales at near-record highs, construction employ 
ment was up 91,000 workers in the fourth quarter. Retail 
employment rose by 96,000 workers, in part as new home 
buyers purchased furniture and household appliances. 
Employment in furniture stores rose by 11,000 workers and 
employment in home-building supplies stores rose by 12.0 
percent in the fourth quarter. Finally, the resulting increase 
for housing finance pushed employment in financial ser 
vices higher as well.
Nonfarm Employment and Change 
in Average Weekly Hours
Actual change from preceding quarter 
(in millions) 
1.5
Change in average weekly hours (awh) 
(annualized rate)
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Consumer purchases by home buyers may also be break 
ing the nearly year-long fall in manufacturing employment. 
Manufacturers cut 72,000 jobs in the fourth quarter, which 
was only half of the 147,0000 workers lost in the third quar 
ter. In January, manufacturers eliminated only 13,000 jobs.
Unemployment rates remain at very low levels. The 
fourth-quarter unemployment rate stood at 4.4 percent, and 
for January it was an even lower 4.3 percent. The job mar 
ket has improved for African Americans, whose unemploy 
ment rate fell to 8.4 percent in the fourth quarter and to 7.8 
percent in January, the lowest level ever. Conditions are not 
improving for 16- to 19-year-olds, whose unemployment 
rate jumped to 15.5 percent in January from 14.9 percent in 
the fourth quarter.
Historically, tight labor markets are associated with 
sharply rising wages, but currently that has not been the case. 
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low. After languishing around 1 percent a year in the 1970s 
and 1980s, productivity growth has averaged about 2 percent 
a year over the past few years, and the latest reading for the 
fourth quarter was 2.7 percent. Manufacturing has had even 
stronger productivity growth, over 6 percent for 1998. As a 
result, unit labor costs rose only 1.5 percent in fourth quarter, 
well below the 2.5 percent increase of the third quarter. In 
short, faced with competition from abroad and a U.S. market 
that is not tolerant of price increases, the manufacturing sec 
tor continues to push for efficiency, making more with fewer 
workers. Clearly, while employment has been down this year 
in manufacturing, production has not. During the 12-month 
period ending in December 1998, employment costs rose 3.4 
percent, only slightly above last year's increase of 3.3 per 
cent. Wages increased 3.7 percent, down slightly from the 
previous year, while benefits increased 2.6 percent after 
increasing only 2.1 percent in 1997.
INFLATION AND INTEREST RATES Long-Term Capital Rates
After a series of drops in the early fall, the Federal 
Reserve Board (Fed) decided to keep short-term interest 
rates unchanged at their January meeting. However, it now 
appears that movement in short-term rates in the near term 
will be upward. With such robust GDP growth and very low 
unemployment rates, historically this would be a prudent 
time for the Fed to push up interest rates in order to dampen 
any potential inflationary pressures. The current lack of any 
evidence of growing inflation despite robust growth has 
allowed the Fed to consider the global ramifications of its 
actions. The Fed may be risking an increased probability of 
domestic inflation as a necessary trade-off for promoting 
economic stability worldwide.
Price Indexes
Percent change from 1 year ago 
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Inflation remains quiet on the retail level. The Consumer 
Price Index grew only 1.7 percent last year. Producer prices 
increased 0.9 percent, solely due to substantial increases in 
the highly volatile food and energy sectors. Without these 
two sectors, producer prices fell 0.2 percent. Imported con-
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sumer goods have declined in price as foreign producers are 
trying to unload their goods in the only strong economy 
around. This is good news for consumers, but for domestic 
producers it simply adds greater pressure to control prices in 
order to remain competitive.
Long-term interest rates are continuing their gradual 
decline and have fueled the nation's strong housing market. 
For the first time since the 1960s, the average mortgage rate 
was below 7 percent for the year.
For yield-curve watchers, the spread between long-term 
and short-term rates is still very narrow, suggesting that 
long-term growth or price expectations are still low. Wide 
spreads between the two interest rates typically reflect 
strong expectations of strong growth in output and/or 
prices in the coming months. The current spread between 
10-year treasury notes and 90-day treasuries is only 0.2 
percentage points, compared with 0.4 percentage points a 
year ago.
CONSUMER SPENDING
Consumer spending grew at a 4.5 percent annual rate in 
the fourth quarter due to strong auto sales. With General 
Motors eager to take back the market share lost during its 
strike last summer, consumers were swamped with aggres 
sive price incentives. The incentives worked; consumer 
spending on autos soared at a clearly unsustainable annual- 
ized rate of 38.0 percent in the fourth quarter. Auto sales 
accelerated to a 17.2-million-unit annualized pace in 
December. In January, auto sales returned to a more sus- 
tainable but still respectable annual rate of 15.3 million 
units.
Growth in Consumer Spending 
(seasonally adjusted annualized rates)
Percent
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Driven by consumers racing to the nation's auto dealers, 
spending on durable goods rose at a 20.1 percent annual rate. 
In addition, spending on household appliances and furniture 
also increased at a strong 11.2 percent annualized rate, 
reflecting the nation's robust housing market. Consumer 
spending on nondurable goods rose at a 4.1 percent annual 
rate, with food sales up 6.3 percent. Personal consumption 
of services cooled in the quarter, increasing at a modest 1.7 
percent annualized rate.
The quarter's strong consumer spending reflects a return 
in consumer confidence and solid personal income growth. 
After a four-month slide through October, which coincided 
with the momentary dip in the stock market, the Conference 
Board's Index of Consumer Confidence has rebounded from 
its November low of 119.3 to a January reading of 127.6. 
Consumers are especially cheery about their current condi 
tion, but expectations of the future are starting to soften. In 
addition, personal income grew by an annualized rate of 5.3 
percent in the fourth quarter, surpassing its overall 5.0 per 
cent rate for the year.
This growth in consumer spending is coming with an 
increasing debt load. Installment debt was up to $24.7 bil-
Motor Vehicle Sales 
(average annual rates)
Millions of units 
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lion in the fourth quarter, from $20.9 billion in the third 
quarter. In fact, at times over the past few months the sav 
ings rate has dipped into negative territory. Analysts offer 
several explanations for the nation's lack of personal sav 
ings. First, due to the long-term bull stock market, many 
households have enjoyed substantial gains in their wealth, 
which decreases their need to save. Second, with the low 
mortgage rates available, households are refinancing their 
homes at lower interest rates and spending the savings.
The concern now is whether consumer spending can con 
tinue. With so much wealth wrapped up in the stock market, 
a strong correction could sharply cut consumer spending. 
Even barring a correction in the stock market, households 
may have to cut back their spending to reign in their increas 
ing debt burden. Moreover, with mortgage rates unlikely to 
decline much further, we have probably seen the last of the 
spending boost from home refinancing.
Consumer Installment Debt
Actual change from 
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INVESTMENT
Construction remained very strong in the last quarter. 
Residential construction is being driven by record levels of 
home sales. In the fourth quarter, spending on the construc 
tion of single-family dwellings grew at a robust 11.5 percent 
annualized rate. Overall residential construction increased 
by 10.6 percent in the fourth quarter after growing at a 9.9 
percent rate in the third quarter.
Several factors suggest that housing construction could 
remain robust for the year. Inventories of homes are cur 
rently at low levels. Income growth continues to be strong. 
Mortgage rates continue to be below 7 percent. In January, 
the construction of new homes increased 3.8 percent, a 12- 
year high. Housing permits increased 2.8 percent and are at 
the highest level since July 1986.
New Residential, Commercial,
and Industrial Construction
(seasonally adjusted annualized rate)
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Business investment rebounded sharply in the fourth 
quarter. Investment in structures was up at a 7.4 percent 
annual rate for the fourth quarter, after declining in two out 
of the last three quarters. Producers' durable equipment 
was up at a robust 19.2 percent annual rate after being 
slightly negative in the third quarter, but much of this 
growth was just the "rebound effect" from the GM strike. 
Business expenditures on motor vehicles raced at a 61.8 
percent rate in the fourth quarter after plunging by 33 per 
cent in the third quarter due to the GM strike. Increased 
business investment may be a signal that producers still 
hold a bullish outlook on the economy. Another interpreta 
tion, though, may be that with such a tight labor market, 
producers are substituting more capital for fewer workers.
Plant and Equipment Expenditures 
(seasonally adjusted annualized rate)
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Nonresidential Investment Composition 
in Producer Variables
Percent of total 
55
Information processing & related equipment
Transportation & related equipment
Other
I_____I______I_____I
1992 Ql 93 Ql 94 Ql 95 Ql 96 Ql 97 Ql 98 Ql
U.S. industry operated at 80.5 percent of its capacity in 
January, the lowest level in more than six years. While this 
means industry can support more output with minimal infla 
tion effects, it also means that if demand slackens, produc 
ers will have an overcapacity situation, which could lead to 
a sharp reduction in business investment.
Business continues to invest in computer and related 
equipment, which now accounts for over 50 percent of 
equipment investment. In the fourth quarter, business 
spending on information processing equipment jumped at a 
23.6 percent annual rate.
INTERNATIONAL TRADE
For the first time this year, exports were not a drag on the 
nation's growth, increasing at a 20.2 percent annual rate, 
while imports were up only 12.6 percent. However, most 
analysts see the quarter's performance as more of a fluke 
than a trend: some quirks artificially inflated the export 
numbers for the fourth quarter. The GM strike again is par 
tially responsible for this. Vehicle exports fell 33.2 percent 
in the third quarter but jumped 62.3 percent in the fourth. 
Another boost came from the highly variable aircraft sector, 
which also had a very strong fourth quarter, soaring at a 
72.5 percent annualized rate.
U.S. Trade in Goods and Services 
(seasonally adjusted annualized rate)
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While the impact from the Asian crises may finally be 
abating, there are other storm clouds on the horizon. The 
Brazilian economy has taken some blows and their cur 
rency, the real, has recently been deeply devalued. There is 
concern that if Brazil goes into recession it could take much 
of Latin America with it, much as the Asian crisis spread 
from country to country. With a devalued currency and a 
weakening economy, Brazilians will not be able to import 
many goods from the United States, but more goods will 
probably flood in from Brazil, as Americans can buy more 
with the stronger dollar. That again would push the trade 
deficit higher. Closer to home, the auto industry, which was 
mostly unaffected by the Asian flu, could be seriously 
impacted by the Latin American crisis because exports to 
that region are significant.
Industrial production does not paint an optimistic picture 
for a strong recovery in Japan or Germany. Over the past 
couple of months, industrial production in Japan has again 
been falling and is sharply below what it was two years ago.
Industrial Production 
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Industrial production also is declining sharply in Germany. 
Canadian production is up, which is good news because 
Canada buys approximately 17 percent of our exports.
The euro is making its debut in the statistics released by 
the Federal Reserve. This will be the last issue that will 
contain the German DM and the trade-weighted dollar. 
With the introduction of the euro, the German DM no 
longer exists. The Federal Reserve is dropping the trade- 
weighted dollar because 5 of the 10 countries included are 
now part of the euro system, rendering the statistic mean 
ingless. In the next issue, we will be including the euro/$ 
exchange rate and the Canadian dollar/U.S. dollar exchange 
rate to replace those we are losing.
MICHIGAN ECONOMY
Total employment grew 0.8 percent during the final quar 
ter of 1998, reflecting, in large part, the return to work of 
employees affected by the summer General Motors strike. 
The quarter's healthy employment gain pushed the unem 
ployment rate down to 3.6 percent. With economic indica 
tors up and the national outlook for auto sales strong, 
further employment gains are expected in the coming 
months.
Economic conditions remain strong in the Great Lakes 
states, according to economists at the Chicago Federal 
Reserve. The region's manufacturing base is being powered 
by strong auto sales and construction-related industries. 
The nation's strong residential housing market has bolstered 
demand for the region's home appliance and construction 
materials. However, several of the region's commodities 
industries, particularly steel, are being negatively affected 
by international competition.
The strength of the manufacturing sector spilled over 
into the region's retail, real estate, and financial markets. 
Christmas sales were "modestly above merchants' expecta 
tions" according analysts at the Chicago Federal Reserve.
Percent Change in Total Employment 
December 1997 to December 1998
Each figure represents an employment addition of 20,000 workers.
Moreover, retailers reported solid January sales on dis 
counted items. In addition, construction activities are hold 
ing at near-record levels. Not surprisingly, lending activity 
remains "vibrant" in the region and labor markets are still 
tight, with qualified workers difficult to find.
From December to December, all of the Great Lakes 
states reported positive employment gains, as shown on the 
map below. Only in Indiana did employment grow less than 
1 percent during the 12-month period. However, the 
region's manufacturing employment was down 0.3 percent 
during the 12-month period, and the length of the average 
work week also declined, reflecting a national slowdown in 
industrial production during the final six months of 1998. 
Still, the region's drop in manufacturing employment was 
much lower than that for the nation (1.3 percent) and cen 
tered in two of the region's five states, Illinois and Ohio.










Manufacturing employment 973,900 982,100 -0.8 
Average weekly hours 42.2 42.5 -0.7 
Average hourly earnings $13.91 $13.59 2.4
INDIANA
Manufacturing employment 683,000 680,700 0.3 
Average weekly hours 43.4 44.5 -2.5 
Average hourly earnings $15.00 $15.12 -0.8
MICHIGAN
Manufacturing employment 977,600 978,600 -0.1 
Average weekly hours 45.0 45.8 -1.7 
Average hourly earnings $18.46 $17.69 4.4
OHIO
Manufacturing employment 1,092,700 1,099,700 -0.6 
Average weekly hours 44.1 44.8 -1.6 
Average hourly earnings $16.26 $15.82 2.8
WISCONSIN
Manufacturing employment 615,500 615,200 0.0 
Average weekly hours 42.8 43.2 -0.9 
Average hourly earnings $14.30 $13.99 2.2
UNITED STATES 
Manufacturing
employment (000) 18,580 18,817 -1.3 
Average weekly hours 42.6 43.0 -0.9 
Average hourly earnings $13.69 $13.47 1.6
NOTE: December 1998 lists preliminary numbers.
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Unemployment rates throughout the region continue to be 
below the national rate.
Nationwide, car sales returned to a more sustainable yet 
robust 15.3-million-unit annualized rate in January, after 
soaring at a 17.2-million-unit pace during December. The 
December totals were driven by end-of-the-year incentive 
programs. General Motors continues to lose share: its year- 
over-year sales grew only 3.4 percent, while at Ford they 
rose 8.8 percent and at Chrysler, 18.7 percent (Mercedes was 
up 8.5 percent). Overall, auto sales rose a strong 11.1 per 
cent during the year.
Manufacturing employment in Michigan increased by 1.7 
percent in the fourth quarter, rebounding from the 1.9 percent 
drop in the third quarter due to the General Motors strike. A 
more informative statistic is the 0.3 percent change in manu 
facturing employment for the four-quarter period. During the 
four quarters ending in the final quarter of 1998, employment 
in the state's furniture industry increased by 3.5 percent, fol 
lowed by employment in printing, fabricated and primary 
metals, and plastics. On the downside, employment in 
apparel manufacturing dropped 5.6 percent and food prod 
ucts employment fell by 3.8 percent.
Employment in the state's private service-producing sec 
tor rose by 0.7 percent in the fourth quarter, pushed by a 
solid 0.9 percent gain in retail trade and a 1.0 percent jump 
in services. During the past year, employment in the state's 
general merchandise and home furnishing stores offset 
declines in groceries, auto-related stores and dealerships, 
and apparel stores. In private services, the year's employ 
ment growth reflects, in part, the changing nature of the pro 
vision of state services. Employment in social services 
(which include private services funded by Michigan Works!) 
increased by 5.9 percent, while employment in private edu 
cation services (which includes charter public schools) was 
up 3.8 percent. The 4.9 percent job increase in business ser 
vices employment is due, in part, to the growing use of tem 
porary employment agencies.
The state's unemployment rate fell to 3.6 percent in the 
fourth quarter, with the ranks of the unemployed dropping 
by more than 10,000 individuals during the period. The 
state's leading indicators suggest that the state's tight labor 
market conditions will continue. The Detroit Help-Wanted 
Advertising Index rose 4.9 percent in the fourth quarter, 
while the Index of Leading Indicators was up 3.1 percent; all 
three of the state's components improved during the quarter.
Michigan Motor Vehicle Production 
(monthly)
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WEST MICHIGAN ECONOMY
Total employment rose 0.7 percent in the fourth quarter 
and by a healthy 2.6 percent during the year. The quar 
ter's strong growth pushed the region's unemployment rate 
down to 3.2 percent, well below the national rate. Given 
mixed economic indicators for the first half of 1999, 
employment is forecast to increase 0.2 percent in the first 
quarter and a further 0.4 percent in the second.
All nine of the state's metropolitan areas had employ 
ment gains during 1998, but manufacturing employment 
fell in three of those areas. The Grand Rapids-Muskegon- 
Holland MSA took top honors in percent increase in both 
total and manufacturing employment. With these employ 
ment gains, it is not surprising that the unemployment rate 
in all but one of the metropolitan areas stood below the 
national rate of 4.4 percent during the quarter.
Employment in the region's goods-producing sector was 
up 1.4 percent, with employment gains reported in con 
struction and manufacturing. The strong 1.9 percent jump 
in construction employment is surprising given a 7.9 per 
cent decline in the number of new dwelling units put under 
contract for construction. The region's employment gains 
in manufacturing in large part reflect returning workers 
who were furloughed by the General Motors strike in July.
Employment in the larger private service-producing sec 
tor rose only 0.5 percent due to a lack of growth in ser 
vices; healthy employment gains were reported in all other
Michigan Metropolitan Areas













Metropolitan Comparison: Percent Change in Employment 








service-producing industries. Gains in trade and in trans 
portation and public utilities were nearly 1.0 percent. The 
lack of growth in services could reflect a cutback in tempo 
rary workers. Several major employers, including larger 
furniture manufacturers, announced layoffs of temporary 
workers due to disappointing sales. Government employ 
ment was up just 0.2 percent.
West Michigan community colleges received over $12.5 
million in state grants for technology centers to meet the 
changing needs of the region's businesses. Kalamazoo 
Valley Community College received the largest grant, $5 
million, for a 59,000-square-foot facility at its education- 
business-tech park; the college pledged a local match of $6 
million. Lake Michigan College received a $4 million 
grant for a 45,700-square-foot technology training center 
that will help anchor the 422-acre Edgewater Project in the 
heart of Benton Harbor. Grand Rapids Community Col 
lege will start building a 35,000-square-foot training facil 
ity in Holland with its $3 million grant, and Kellogg 
Community College will expand its regional manufactur 
ing center at the Fort Custer Industrial Park with a 
$683,500 grant.
Our forecast of fourth-quarter employment growth was 
on the mark, but only due to offsetting errors: growth in the 
region's goods-producing sector was stronger than expected, 
while employment in the area's larger service-producing 
sector was weaker. Our employment forecast was on target 
for the Grand Rapids-Muskegon-Holland MSA.
The region's economic indicators suggest modest 
employment gains in the first half of 1999. The region's 
Index of Help-Wanted Advertising was down 6.7 percent, 
but there was a 2.1 percent rise in the region's Index of 
Leading Indicators, largely reflecting the return of laid-off 
workers. We forecast employment to increase by only 0.2 
percent in the three MS As of west Michigan. Employ 
ment in the goods-producing sector should decline by 0.1 
percent in the first quarter, while employment in the ser 
vice-producing sector is forecast to increase by 0.3 percent 




Kellogg announced that it is eliminating 311 salaried positions and 
168 temporary workers as part of a company-wide restructuring effort.
Nationwide Mutual Insurance Co. will offer transfers to some of its 
270 employees in Battle Creek as it redistributes its workers in the Mid 
west during the next year.
Western Michigan University will build a $6.5 million Michigan 
Center for Manufacturing Research in the Fort Custer Industrial Park and 
elevate the aviation program from school status to the College of Avia 
tion Sciences.
Kraft Foods' Post Division is offering early retirements or separation 
packages, as its parent company seeks to cut 600 jobs company-wide.
Benton Harbor
Atlantic Automotive Component is close to deciding whether to build 
its second factory in Benton Harbor. If approved, the factory is expected 
to create 250 jobs over several years.
Lake Michigan College received a $4.0 million state grant to con 
struct its Edgewater Center for Technical Training in Benton Harbor.
Rieter Automotive, a Swiss manufacturer of acoustical materials for 
auto and truck interiors, plans to hire 100 employees by May.
Grand Rapids
Steelcase announced that it is eliminating 166 temporary positions 
and providing economic incentives to encourage 145 permanent workers 
to take temporary, voluntary furloughs.
Developments
Gentex broke ground on a $12 million plant that will nearly double 
its production capacity and will create 500 jobs in the next five years.
US Xchange is expanding its workforce by nearly 650 in downtown 
Grand Rapids, making it one of downtown's largest employers.
Bil Mar is eliminating 241 jobs due to the recall of meat that was 
infected by Listeria bacteria.
Herman Miller, the area's second largest office furniture producer, 
eliminated 150 temporary workers.
Haworth, the office furniture firm, announced that it will spend $17 
million to expand its facilities and should add 50 jobs within two years.
Boar's Head Provision Company is reopening a closed processing 
plant in Holland and will employ 450 workers.
Eagle Ottawa put 75 workers on indefinite layoff.
Kalamazoo
Humphrey Products, a manufacturer of air valves, laid off 40 workers.
KVCC received a $5 million grant to be matched by $6 million in 
local contributions for a technology center.
Western Michigan University announced that it will build a new cam 
pus for its College of Engineering and Applied Sciences, a paper science 
facility, and a research park for private development in Kalamazoo.
Muskegon
Acemco Inc. announced it is constructing a $15 million plant that 
will employ 100 workers in Norton Shores.
West Michigan Employment Forecasts
Q4 forecast results







































































NOTE: Individual areas may not sum to total due to rounding in the seasonal adjustment procedure.
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Wholesale trade
Retail trade


































































































































SOURCE: W.E. Upjohn Institute for Employment Research. Based on dwelling data from F. W. Dodge Division, McGraw Hill Information Systems Company,
Detroit Help-Wanted Index from The Conference Board, and employment data from MESA.
NOTE: Categories may not sum to total due to rounding.
aNational components of the leading indicators are in Table A-3. bSeasonally adjusted annual rates.
Michigan Industry Employment Change
Fourth Quarter to Fourth Quarter
(unadjusted for seasonal variations)
Industry
Goods-producing







Food & kindred products
Apparel





























































Auto dealers & serv. stations
Apparel & accessory stores
Home furn. & equip, stores




























































West Michigan (3 MSAs) Statistics 
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Forecast 1999a Forecast 1999a
Percent Percent 
Ql change Q2 change
863,930 0.2 866,900 0.3
267,170 -0.1 267,860 0.3
497,320 0.3 499,280 0.4
99,440 0.4 99,760 0.3
SOURCE: W.E. Upjohn Institute for Employment Research. Based on dwelling data from F.W. Dodge Division, McGraw Hill Information Systems Com 
pany, ad count from the five major daily newspapers, and employment data from MESA. 
NOTE: Categories may not sum to total due to rounding. 
aPercent change from the preceding quarter. 
bNational components of the leading indicators are in Table A-3. 
cSeasonally adjusted annual rates; does not include Allegan County or Van Buren County.
West Michigan Industry Employment Change
Fourth Quarter to Fourth Quarter





































































Total employment rose a strong 1.4 percent in the Benton 
Harbor MSA (Berrien County) during the final three months 
of 1998. Most of the area's major sectors had employment 
gains, suggesting that the increases were due to more than 
affected workers returning to work after the GM strike. Sur 
prisingly, the quarter's robust employment gains pushed the 
area's unemployment rate down only slightly. Employment 
growth is expected to turn slightly negative during the first 
quarter of 1999, falling 0.1 percent.
Employment in the area's goods-producing sector grew a 
robust 2.3 percent during the fourth quarter, due to a 5.1 per 
cent jump in construction employment and a 1.9 percent 
increase in manufacturing employment. The manufacturing 
gains nearly erased the 2.2 percent decline recorded in the 
third quarter. For the year, goods-producing employment 
grew 0.8 percent, with manufacturing employment up a 
modest 0.4 percent.
Current reports suggest further employment gains in the 
area's manufacturing sector. A Swiss company, Rieter 
Automotive Systems, has started operations in the old 
Zenith Data Systems building and plans to hire 100 workers 
by spring. The Swiss company produces acoustical materi 
als for vehicle interiors. With Cornerstone Alliance (the 
Benton Harbor area economic development organization) 
pouring close to $2 million into site preparation costs,


































Total Goods-producing Private Government 
service-producing
NOTE: Data not available for fourth quarter.
Atlantic Automotive Component is said to be close to decid 
ing to build its second factory in Benton Harbor. If so, it 
would create up to 250 jobs over several years.
Employment in the area's service-producing sector rose 
0.9 percent, with employment gains reported across the 
board except in wholesale trade. More than 100 jobs were 
created in the area's retail sector during the fourth quarter, 
even after controlling for the Christmas season. Employ 
ment in the area's government sector rose a strong 1.3 per 
cent.
The strong 1.4 percent jump in employment pushed 
down the area's unemployment rate only slightly to 4.1 per 
cent. Although, area employers created nearly 1,000 jobs 
during the quarter, the unemployment rolls were reduced by 
only 30 individuals. Many of the area's new jobs must have 
been filled by either commuters or individuals just entering 
the workforce. It is unlikely that the new jobs were filled by 
new residents, because the county has experienced net out- 
migration during most of the 1990s.
The area's Index of Leading Indicators increased by 3.0 
percent during the fourth quarter, with all three of the area's 
local components improving, suggesting that further 
employment gains in the area's goods-producing sector can 
be expected. Our short-term forecast, however, calls for 
more lackluster conditions. We are calling for employment 
to decline by 0.1 percent in the first quarter and then grow 
0.3 percent in the second quarter.
Finally, Lake Michigan College will construct its new 
technical training center in the 422-acre Edgewater Develop 
ment in downtown Benton Harbor. The development will 
offer an industrial park, residential subdivisions, retail stores, 
hotel/conference center, waterfront park, and marinas.
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Benton Harbor MSA 










Transportation & pub. utilities
Wholesale trade
Retail trade





























































































































Forecast 1999s Forecast 1999s
Percent Percent 
Ql change Q2 change
72,740 -0.1 72,950 0.3
22,540 -0.7 22,620 0.3
41,420 0.2 41,550 0.3
8,780 0.1 8,780 0.0
3,950 0.3 3,980 0.8
SOURCE: W.E. Upjohn Institute for Employment Research. Based on dwelling data from F.W. Dodge Division, McGraw Hill Information Systems Com 
pany, and employment data from MESA. 
NOTE: Categories may not sum to total due to rounding.
aPercent change from the preceding quarter. Millions of dollars. 
cNational components of the leading indicators are in Table A-3. dSeasonally adjusted annual rates.
Industry Employment Change
Fourth Quarter to Fourth Quarter













































































Total employment increased 0.9 percent during the final 
quarter of 1998 in the four-county Grand Rapids- 
Muskegon-Holland MSA. The growth was powered in large 
part by the return of employees laid off during the summer 
strike at General Motors. Despite the quarter's healthy 
employment growth, the unemployment rate inched down 
only slightly to 2.8 percent. The area's economic indicators 
are mixed and support our forecast of further, but more 
modest, employment growth during the first half of 1999.
Employment in the area's goods-producing sector was up 
1.6 percent in the fourth quarter due to identical percentage 
increases in construction and manufacturing employment. 
The 1.6 percent employment increase in manufacturing 
more than offset the third-quarter 0.8 percent decrease 
caused primarily by the GM strike. For the year, employ 
ment at the area's manufacturers grew by 2.3 percent, or 
3,540 workers. Employment in the auto-dominated trans 
portation equipment industry rose 8.5 percent, while 
employment by primary and fabricated metal manufacturers 
increased by 4.8 and 2.1 percent, respectively.
Employment in the area's furniture industry increased 
1.7 percent in 1998, but recent announcements suggest that 
the industry is slowing. Steelcase furloughed 300 tempo 
rary employees and is accepting applications for voluntary 
layoffs in hopes of trimming 145 full-time production work 
ers. Steelcase's Holland rival, Herman Miller, is laying off 
as many as 150 local temporary workers. On the other 
hand, Haworth, the area's third largest manufacturer, 
announced a $17 million addition to one of its plants and





will be adding 50 jobs within two years. Reasons for the 
industry slowdown are being traced to declining confidence 
among CEOs of the nation's largest firms, continued down 
sizing and merger activity eliminating middle-manager 
positions, and a renewed push to "mobilize" sales forces so 
that less office space and furniture is needed.
Employment in the service-producing sector rose a mod 
erate 0.5 percent. Employment rose in all of the area's ser 
vice-producing industries except for services, where it 
declined by 0.2 percent. Part of this decline is due to the 
area employers letting temporary workers go. Even when 
manufacturers trim the number of temporary workers in 
their facilities, it is recorded under business services.
Despite the area's employers hiring nearly 5,000 new 
employees (net) in the fourth quarter, the unemployment 
rolls fell by only about 500 workers. It is unclear where 
employers found the remaining 4,500 workers. Since 
Ottawa County is one of the fastest growing counties in the 
state, it is likely that many of the new hires are also new res 
idents. Other are commuting from surrounding areas, and 
still others are entering the workforce for the first time.
The area's economic indicators are mixed. The area's 
Index of Help-Wanted Advertising fell 12.7 percent, indicat 
ing that only modest employment gains can be expected in 
the service-producing sectors. At the same time, the Index of 
Leading Indicators rose 3.5 percent, suggesting that employ 
ment conditions in the area's manufacturing sector will hold 
steady. We expect an employment increase of 0.3 percent in 
the first quarter and another 0.4 percent in the second.
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Grand Rapids-Muskegon-Holland MSA 










Transportation & pub. utilities
Wholesale trade
Retail trade



































































































































Forecast 1999a Forecast 19993
Percent Percent 
Ql change Q2 change
578,640 0.3 580,930 0.4
186,450 0.1 187,000 0.3
336,080 0.4 337,580 0.4
56,110 0.5 56,350 0.4
28,940 0.1 29,150 0.7
SOURCE: W.E. Upjohn Institute for Employment Research. Based on dwelling data from F.W. Dodge Division, McGraw Hill Information Systems Com 
pany, ad count from the Grand Rapids Press and the Muskegon Chronicle, and employment data from MESA. 
NOTE: Categories may not sum to total due to rounding. 
aPercent change from the preceding quarter. bMillions of dollars.
cNational components of the leading indicators are in Table A-3. Seasonally adjusted annual rates; does not include Allegan County.
Industry Employment Change
Fourth Quarter to Fourth Quarter
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(Kent and Ottawa counties)
Total employment in Kent and Ottawa counties grew an 
estimated 0.9 percent in the final quarter of 1998, due in 
large part to the return to work of employees affected by the 
summer strike at General Motors. The healthy jump in 
employment pushed the area's unemployment rate down to 
a low 2.6 percent in the quarter. We expect employment 
growth to slow in the first half of 1999, increasing by only 
0.3 percent in the first quarter.
Employment in the area's goods-producing sector rose 
an estimated 1.6 percent in the fourth quarter, rebounding 
from the GM strike which contributed to a 0.7 percent 
employment decline during the third quarter.
Recent announcements in the area's manufacturing com 
munity are mixed. Donnelly, one of Holland's premier auto 
suppliers, is trimming up to 40 positions. Gentex, Don- 
nelly's crosstown rival, has plans for a third plant that will 
nearly double its production capacity and will employ up to 
500 new workers over the next five years. Eagle Ottawa 
Leather Co., an auto upholsterer and one of Grand Haven's 
largest employers, continues to downsize and is laying off 
75 employees.
Sara Lee has closed the part of its Bil Mar Holland plant 
that was linked to the deadly Listeria bacteria, eliminating 
241 jobs. At the same time, Boar's Head Provision Com 
pany has announced that it could employ up to 450 persons
at its proposed delicatessen products plant when it is at full 
production within three years.
The area's service-producing employment grew an esti 
mated 0.5 percent in the fourth quarter. US Xchange, a 
phone service company employing about 350 workers in 
Grand Rapids, announced it is hiring 650 more workers at 
its downtown facility.
The area's economic indicators are generally negative. 
The Help-Wanted Index is down 13.4 percent, and housing 
starts are down 3.2 percent. In addition, both the February 
polling of the area's purchasing managers and Grand Valley 
State University's annual CEO sentiment survey were down. 
We are forecasting that area employment will grow only 0.3 












































































































































NOTE: Figures are seasonally adjusted. *Index = (percent survey reporting improvement) + 0.5 (percent survey reporting no change). 




Total employment in Muskegon County rose an estimated 
0.5 percent in the final quarter of 1998. The moderate gain 
in employment, pushed by returning workers who were 
affected by the GM strike last year, had no effect on the 
area's unemployment rate. We are expecting employment 
growth to continue in the coming months.
Employment in the area's goods-producing sector rose 
an estimated 0.9 percent in the fourth quarter. Part of the 
gain was due to the recall of workers temporarily laid off 
due to last summer's GM strike. Future jobs gains in the 
area's goods-producing sector are assured due to last fall's 
announcement by Howmet that it is expanding its Whitehall 
facility and hiring as many as 350 new workers by July. In 
addition, Acemco Inc., an automotive and truck component 
supplier, announced its intentions to build a new plant in the 
area that will employ at least 100 persons.
Employment in the service-producing sector rose an esti 
mated 0.3 percent in the quarter, and government employ 
ment increased by 0.7 percent. This summer, horse racing 
will return to Muskegon as its former harness racing track 
reopens for thoroughbred horse racing. The employment 
impact of the reopened track has yet to be determined.
Despite the employment gains for the quarter, the area's 
unemployment rate remained at 4.0 percent. Still, the
unemployment rolls have decreased by nearly 200 workers 
during the past year.
Area economic indicators are mixed and suggest slower 
employment growth in the first half of 1999. The area's 
Index of Help-Wanted Advertising was down 4.5 percent in 
the fourth quarter, suggesting fewer job openings in the ser 
vice-producing sector. However, new dwelling construction 
rose slightly and the number of new unemployment claims 
plunged 18.4 percent.
We are forecasting that county employment will increase 
0.3 percent in the first quarter and by another 0.6 percent in 
the second quarter of 1999. Employment gains are expected 
to be shared by all of the region's sectors; however, the lead 








































































































































NOTE: Figures are seasonally adjusted. aPercent change from preceding quarter. Millions of dollars. G Seasonally adjusted annual rates.
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KALAMAZOO-BATTLE CREEK MSA
Total employment inched up 0.2 percent during the final 
quarter of 1998 in the three-county MSA. Employment 
reductions in the area's financial and government sectors 
offset the workers returning from last summer's General 
Motors strike. The area's unemployment rate remained 
unchanged in the quarter. We are predicting continued slug 
gish employment growth during the first half of 1999.
Employment in the region's goods-producing sector was 
up 0.6 percent in the final quarter of last year. Returning 
workers affected by last summer's GM strike contributed to 
the quarter's 1.9 percent gain in durable goods production. 
In the third quarter, durable goods employment had dropped 
by 2.7 percent. For the year, employment in manufacturing 
fell 0.3 percent, with employment declines reported in fabri 
cated metals (GM), chemicals (Pharmacia & Upjohn), and 
paper. Only the area's printers hired a significant number of 
new workers during the year. Employment in the area's 
construction industry increased 0.9 percent in the fourth 
quarter and by a robust 5.8 percent for the year. However, 
the quarter's dramatic 24.5 percent drop in the number of 
new dwellings put under contract suggest that construction 
employment may slow in the coming months.
Employment in the region's service-producing sector 
rose only 0.2 percent in the quarter. Employment declines 
in the region's finance, insurance and real estate (FIRE) sec 
tor nearly erased modest gains in the region's other service- 
producing sectors. During the year, employment in FIRE 
has dropped 1.5 percent and partially reflects the downsiz 
ing occurring at National City Bank in Kalamazoo County. 








not for on-going hiring at State Farm, again in Kalamazoo 
County. Finally, employment in the area's government sec 
tor fell 0.7 percent, partially erasing a 1.1 percent jump in 
the third quarter.
The region's unemployment rate did not change, holding 
at 3.2 percent during the quarter. Still, the number of unem 
ployed individuals in the three-county area fell 10.6 percent 
during 1998, or by 870 workers, representing 38 percent of 
the jobs created in the MSA.
Western Michigan University (WMU) has said "yes" to 
both Battle Creek and Kalamazoo. The university 
announced that its will build its new Engineering College in 
Kalamazoo. The new campus for the Engineering College 
will also house a paper science facility and a research park 
for private development. In Battle Creek, WMU will build a 
$6.5 million Center for Manufacturing Research in the Fort 
Custer Industrial Park and elevate its Battle Creek-based 
aviation program to the College of Aviation Sciences.
The region's economic indicators are slightly negative 
and suggest that employment growth will remain sluggish in 
the coming months. The region's Index of Leading Indica 
tors fell 0.3 percent, while the Index of Help-Wanted Adver 
tising was off 0.8 percent. Our short-term employment 
forecast is in agreement with these indicators. Employment 
is expected to increase only 0.1 percent in the first quarter 
and another 0.2 percent in the second quarter of this year. 
Furthermore, most of the region's employment growth is 
expected to occur outside of the goods-producing sector.
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Kalamazoo-Battle Creek MSA 
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Wholesale trade
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Forecast 1999a Forecast 19993
Percent Percent 
Ql change Q2 change
212,550 0.1 213,020 0.2
58,180 -0.3 58,240 0.1
119,820 0.1 120,150 0.3
34,550 0.3 34,630 0.2
11,620 0.4 11,700 0.7
SOURCE: W.E. Upjohn Institute for Employment Research. Based on dwelling data from F.W. Dodge Division, McGraw Hill Information Systems Com 
pany, ad count from the Kalamazoo Gazette and the Battle Creek Enquirer, and employment data from MESA. 
NOTE: Categories may not sum to total due to rounding.
aPercent change from preceding quarter. Millions of dollars. 
cNational components of the leading indicators are in Table A-3. dSeasonally adjusted annual rates; does not include Van Buren County.
Industry Employment Change
Fourth Quarter to Fourth Quarter
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Paper & allied products
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Total employment in Kalamazoo County rose an esti 
mated 0.1 percent during the final quarter of 1998. Return 
ing workers affected by the General Motors strike 
contributed to the area's modest gain. The area's unem 
ployment rate rose slightly to 2.7 percent in the quarter. The 
lackluster performance of the area's economic indicators 
supports our forecast of stagnant employment conditions in 
the county for the first half of this year.
Employment in the county's goods-producing sector rose 
an estimated 0.5 percent, reflecting the return of workers 
affected by the General Motors strike last summer. Several 
of the area's employers temporarily laid off workers in 
December. Triple S Plastics Incorporated, for example, was 
reported to have put approximately 100 workers on tempo 
rary layoff. Humphrey Products found it necessary to put 
40 workers on indefinite layoff. In addition, work at area's 
General Motor's plant, which is scheduled to close in June, 
continues to wane.
Employment in the county's service-producing sector 
rose only 0.1 percent in the last quarter, according to our 
estimates. Uncertainty still reigns in the county regarding 
the full impact of the National City Bank acquisition of First 
of America (FOA). Local analysts take declining parking 
revenues near the FOA downtown campus as evidence of 
ongoing downsizing, but the firm has yet to release any 
employment reports. Government employment fell an esti 
mated 0.9 percent in the quarter, after increasing an esti 
mated 1.3 percent in the previous (third) quarter.
The area's unemployment rate inched up to 2.7 percent 
during the quarter, and the area's economic indicators sug 
gest little change in the coming months. The Index of Help- 
Wanted Advertising was up a slight 0.2 percent in the quar 
ter. However, new construction starts were down 23.6 per 
cent, and the latest polling of the area's purchasing 
managers of manufacturing firms suggest deteriorating con 
ditions. On the plus side, new claims for unemployment 
insurance fell 17.2 percent.
We are forecasting employment to dip a slight 0.1 per 









































































































































Latest month (Feb.) Previous month (Jan.)
Local Purchasing Management Index* 49.5 56.0
NOTE: Figures are seasonally adjusted. *Index = (percent survey reporting improvement) + 0.5 (percent survey reporting no change). 




Total employment in Calhoun County'increased by an 
estimated 0.2 percent during the fourth quarter of 1998. 
The quarter's modest employment gains were enough to 
push the county's unemployment rate down to 3.5 percent. 
We are forecasting employment growth to continue its mod 
est pace during the first half of 1999.
Employment in the county's goods-producing sector rose 
an estimated 0.5 percent, due to the return of production 
workers affected by last summer's General Motors strike. 
Employment in this sector is expected to be flat in the first 
half of 1999. In December, the Kellogg Company 
announced that as part of its company-wide restructuring, 
311 positions were being eliminated locally and 168 tempo 
rary workers laid off. We estimate that as a result of these 
layoffs, an additional 247 jobs will be lost in the county. In 
addition, Kraft Foods' Post Division is offering an early 
retirement package to area production employees, as pro 
ductivity improvements are reducing the number of workers 
needed.
Employment in the county's service-producing sector 
rose only 0.2 percent in the fourth quarter. In addition to 
indirect effects by the employment cuts at Kellogg, the sec 
tor is being affected by the Nationwide Mutual Insurance 
Company announcement that it is relocating part of its area 
workforce. Government employment fell an estimated 0.3
percent in the fourth quarter, partially erasing its third-quar 
ter 0.9 percent increase.
The county's unemployment rate dipped to 3.5 percent in 
the quarter, and the ranks of the county's unemployed have 
declined by nearly 20 percent during the past four quarters.
The area's economic indicators were mixed in the fourth 
quarter. The area's Index of Help-Wanted Advertising was 
down 1.7 percent, and the number of new housing starts fell 
16.9 percent. On the other hand, the number of new claims 
for unemployment insurance plunged by 26.4 percent. We 
are forecasting employment growth to remain modest in the 
first half of 1999 due to flat employment conditions in the 
county's goods-producing sector. Total employment is fore 







































































































































NOTE: Figures are seasonally adjusted. 




Index of Help-Wanted Advertising (1992=100)
















































































































SOURCE: West Michigan indexes based on ad counts from the Battle Creek Enquirer, Grand Rapids Press, Kalamazoo Gazette, and Muskegon Chronicle; 
United States and Detroit indexes derived from The Conference Board.
Table A-2
Selected Labor Market Indicators 
(not adjusted for seasonal variations)



















































































SOURCE: U.S. Department of Labor and the Michigan Employment Security Agency (most recent benchmark).
Preliminary. Earnings include overtime and part-time wages.
bSeasonally adjusted rate for the United States was 4.5 percent in October 1998 and 4.3 percent in December 1998. Seasonally adjusted rate for Michigan was
3.5 percent in October 1998 and 3.7 percent in December 1998.
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Table A-3 
Components of the Index of Leading Indicators
1. Index of Leading Indicators (1992=100)
Annual averages (Selected years)
MSA











































































Average Weekly Hours of Production Workers
























































































3. Initial Claims for Unemployment Insurance (Average per week)


















































































4. New Dwelling Units Put under Contract
Annual averages (Selected years) Quarters adjusted for seasonal variations






Benton Harbor 389 541 544 563 497 684 658 803 814 549 569
Grand Rapids-Muskegon-Holland 5,904 4,879 4,827 5,398 5,421 5,787 5,758 5,840 6,145 5,665 5,501
Kalamazoo-Battle Creek 1,725 2,564 1,536 1,806 1,693 1,685 2,030 1,616 1,820 1,882 1,421
























5. National Association of Purchasing Management Survey (Selected components indexed)3































































SOURCE: National index from U.S. Department of Commerce, all others from the W.E. Upjohn Institute. Average weekly hours and initial claims based on 
information from the Michigan Employment Security Agency; number of housing units put under contract, F.W. Dodge Division, McGraw Hill Information 
Systems Company; survey data from the National Association of Purchasing Management. Seasonal adjustments by the Institute.
aSurvey results shown here are based on the percentage reporting conditions favorable to economic growth minus the percentage reporting conditions unfavor 
able to economic growth plus 100.
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Table A-4
Employment Data for West Michigan MSAs and Michigan 
(thousands of jobs - by place of work)
Total Employment3

















































































































































































































































































































































































































































































































Components may not add to totals because of rounding. 
bManufacturing and construction and mining. 
cTransportation and public utilities, wholesale trade, retail trade, finance, insurance and real estate, and services.
Employment levels from 1983 to 1993 are from the Michigan Employment Security Agency. Employment levels for 1993 to present are calculated by the 
W.E. Upjohn Institute using ES202 quarterly employment statistics from MESA.
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Table A-5 
Personal Income and Earnings by Industry (current dollars)
Area














Total personal income ($, 000) 
Per capita personal income ($)
Earnings per worker ($)
Manufacturing
Services
Total personal income ($, 000) 
Per capita personal income ($)
Earnings per worker ($)
Manufacturing
Services
Total personal income ($, 000)
Per capita personal income ($)
Earnings per worker ($)
Manufacturing
Services
Total personal income ($, 000)
Per capita personal income ($)
Earnings per worker ($)
Manufacturing
Services
Total personal income ($, 000)
Per capita personal income ($)
Earnings per worker ($)
Manufacturing
Services
Total personal income ($, 000)
Per capita personal income ($)
Earnings per worker ($)
Manufacturing
Services
Total personal income ($, 000) 
Per capita personal income ($)
Earnings per worker ($)
Manufacturing
Services
Total personal income ($, 000)
Per capita personal income ($)
Earnings per worker ($)
Manufacturing
Services
Total personal income ($, 000)
Per capita personal income ($)
Earnings per worker ($)
Manufacturing
Services
Total personal income ($, 000)
Per capita personal income ($)








































































































































































































































































































































































SOURCE: Bureau of Economic Analysis, 1990 to 1996.




Consumer Price Index (CPI), U.S. City Average (1982-84=100)
Year
Annual
Avg. Jan. Feb. March April May June July Aug. Sept. Oct. Nov. Dec.














































































































































































































































































































































































SOURCE: Bureau of Labor Statistics, U.S. Department of Labor.
NOTE: Monthly data are shown above unadjusted for seasonal variations. Unadjusted CPI data are used extensively for escalation purposes. Although the
CPI is often called the "Cost-of-Living Index," it measures only price change, which is just one of several important factors affecting living costs. All CPI
series are linked historically to the original CPI Index for Urban Wage Earners and Clerical Workers. These series contain no revision but are reprinted for the
convenience of the user.
PERCENT CHANGE: Values of these indexes from one time period to another are usually expressed as percent changes rather than changes in index points.
Index-point changes are affected by the level of the index in relation to its base period while percent changes are not. For example:
100 x_Q08.6 (1986 annual avg.) - 106,911985 annual avg.)] = j 5% change 1985 to 1986 CPI-W 
106.9 (1985 annual avg.)
100 x [109.3 (1986_pecember).- 108,6 (L98_5December)] = Q 6% ch December 1985 to December 1986, CPI-W. 
108.6 (1985 December)
























































































































































































































































































SOURCE: State of Michigan Department of Management and Budget and U.S. Bureau of the Census.
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Data Sources for Business Outlook
NATIONAL ECONOMY 
Output
Gross Domestic Product—Survey of Current Business
Cyclical Economic Indicators—National Association of 
Purchasing Management News Release, and U.S. 
Department of Commerce News
Change in Nonfarm Business Inventories and Percent 
Change in the Ratio of Inventories to Final Sales of Goods 
and Structures—Survey of Current Business
Labor
Nonfarm Employment and Change in Average Weekly 
Hours—Employment and Earnings
Productivity and Unit Labor Costs—Monthly Labor Review
Unemployment Rates and Initial Claims—Economic 
Indicators
Inflation and Interest Rates
Price Indexes—National Association of Purchasing 
Management News Release, CPI Detailed Report, and PPI 
Detailed Report
Short-Term Capital Rates—Federal Reserve Bulletin and 
Economic Indicators
Long-Term Capital Rates—Federal Reserve Bulletin and 
Economic Indicators
Yield Curves—The Wall Street Journal
Consumer Spending
Growth in Consumer Spending—Survey of Current 
Business
Consumer Debt—Economic Indicators
Motor Vehicle Sales—U.S. Department of Commerce
Investment
New Residential, Commercial, and Industrial 
Construction—Economic Indicators
Plant and Equipment Expenditures—Survey of Current 
Business
Nonresident! al Investment Composition—Survey of Current 
Business
International Trade
U.S. Trade in Goods and Services—Survey of Current 
Business
International Industrial Production—Economic Indicators 
Trade-Weighted Dollar—Federal Reserve Bulletin
MICHIGAN ECONOMY
Percent Change in Total Employment—Employment and 
Earnings
Manufacturing Employment and Earnings—Employment 
and Earnings
Unemployment Rates Relative to the Nation—Employment 
and Earnings
Michigan Motor Vehicle Production—Michigan Economic 
Indicators
Percentage Change in Retail Sales—Monthly Retail Trade
WEST MICHIGAN ECONOMY
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